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PRESIDENT’S MESSAGE 

TO SHAREHOLDERS: 

Our most recent quarterly report, dated August 13, 
1971, reported a sales growth of “better than 6 
per cent” for the first nine-month period. It is a 
pleasure to report that for the full year net sales 
increased approximately 13 per cent over last 
year. Although gross revenues for the year in- 
creased by a lesser percentage, net profit margin 
from the yearly gross revenues was 19 per cent. 
Of the gross revenues received from the sale of 
products and machinery, 93 per cent consisted 
of sales of VELCRO® products and 7 per cent of 
machinery, spare parts and equipment. 

The success of VELCRO and the excellence of 
our products are, to a great extent, the results of 
the Company being a research-oriented organiza- 
tion. As announced at last year’s general meeting, 
our research and development expenses were 
planned to continue at a higher rate until the end 
of 1971. Plans for research and development ex- 
penditures have been carefully reviewed each 
year by the Board of Directors. During the past 
fiscal year, approximately one million dollars has 
been spent in this area, including capital asset 
requirements. Most of such research work is 
carried on outside the United States and the 
capitalization and depreciation policy followed by 
the Company and its subsidiaries is in line with 
the general tax requirements of the country where 
the research facility is located and the expendi- 
tures incurred. 

The new line of molded tapes and soft hard- 
ware is illustrative of the products which our 
research program has brought to fruition. These 
products are now being shipped to selected in- 
dustrial companies, including manufacturers of 
furniture, electronics, air filtration equipment, mo- 
bile homes, commercial cleaning machines and 
transportation vehicles. 

Our new high-speed application machines, 
called the ‘’Attacher,”’ designed to apply VELCRO 
tapes to various consumer products, are now 
being leased to manufacturers in the United 
States. Technological updating will further our 
uses and sales of tape product lines to all forms 
of industry. The resulting diversification goes 
hand in hand with our constantly developing 
patent position. 


A consumer program for the use of VELCRO 
fasteners in the home-sewing market has been 
initiated. Following extensive field studies of 
sewing habits, tape usage clinics, and an actual 
retail test market in a controlled area, we are now 
finalizing a prepackaged product, fabricated to 
size, and self-basting for ease of attachment and 
handling. 

In line with last year’s announcement of a non- 
exclusive license agreement with 3M to manu- 
facture and sell woven hook and loop fasteners 
under 3M’s “Scotchmate” trademark, a manufac- 
turing site has now been selected and equipment 
is on order for scheduled production planned 
after January 1, 1973. Currently, the sale of our 
tape under the licensing agreement with 3M is 
resulting in an increased public awareness of the 
product's potential. 

Sales of our new glassless mirror, ““REFEX®,” 
are increasing and we are expanding applications 
to include the architectural and transportation 
fields. 

The Board of Directors, at its December 16th 
meeting, announced a quarterly dividend of 10 
cents per share, payable in the first calendar 
quarter of 1972. This dividend, which is more than 
twice as large as any previous quarterly dividend, 
was declared with the intention of placing the 
Company's dividend policy on a more realistic 
basis. 

In reviewing the year, it is obvious that 1971 
had its share of disappointments. However, cer- 
tain internal organizational restructuring and the 
pattern of new business and orders now emerg- 
ing indicates that the year ahead will be increas- 
ingly productive and rewarding. 

We wish to express sincere thanks to the em- 
ployees within our Company, its subsidiaries and 
licensees for their loyalty and devoted service 
during the past year. 


Submitted on behalf of the Board of Directors 


Ur KloLeill 


Clark Hartwell, President 
December 16, 1971 
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FINANCIAL HIGHLIGHTS (In Thousands $) 


YEAR ENDED 
SEPTEMBER 30 1968 1967 


Gross Revenues | $12,474.9 


Costs and 


Expenses 8,743.3 


Provision for 


Income Taxes 1,421.5 


Gain on 
Disposal of 
Investments 


Net Earnings 
for the Year 


Earnings 


$12,021.0 | $12,100.4 


‘69 “70 7 


APPAREL & 
HOME USE 


$9,363.3 


5,720.6 


1,059.4 


per Share 


Shares 
Outstanding 
Sept. 30th 


‘69 a aval 


ALL 
OTHERS 


$7,714.4 


4,299.| 


1,068.5 


VELCRO*® PRODUCTS... 
NEW IDEAS, NEW MARKETS, 
NEW DIVERSIFICATION 


In 1971, VELCRO products launched into many 
new markets, the climax of several long-term 
product development programs. We spotlight 
some of these markets on the following pages. 


TEST MARKET Though sales have been steadily 
growing in our tapes by the yard to the home 
sewing market, it became obvious that some- 
thing with a specific use for sewers was needed. 
To determine the best marketing approach, a two 
year program was initiated to study sewing habits, 
consumer reactions, and new concepts for mar- 
keting our hook and loop fastener. Results of the 
studies prompted a new product concept—a 
thinner, stronger closure, self-basting, and pre- 
shaped for specific applications in a self-service 
package. We have recently concluded a retail 
test market including store demonstrations, ad- 
vertising and product purchase studies. The re- 
sults have been outstanding, and plans for ex- 
panded market introduction are now in progress. 


THE “ATTACHER”’ In the past, the cost of 
applying VELCRO hook and loop tape in some 
industrial applications has been so prohibitive that 
potential markets have been denied. The develop- 
ment of the ‘‘Attacher’’ opens those markets. 

This new proprietary machine cuts and applies 
the tape in seconds. It’s versatile, compact, easy 
to use, and has now been successfully intro- 
duced in the field. Interest from foreign markets 
has been stimulated by demonstrations of the 
unit at trade shows in the U.S. and Canada. 
Further demonstrations of its production, con- 
venience and labor saving features will result in 
wider use of VELCRO hook and loop fasteners. 


REFEX® Our first program for diversifying to 
non-fastener products is fully operational. As 
licensee of the British Aircraft Corporation, we 
now manufacture and distribute a unique glass- 
less mirror, tradenamed “’Refex®’. An aluminized 
polyester film stretched over a frame, it provides 
exceptional reflectivity at a fraction the weight of 
glass. The Refex Division’s facility in Manchester, 
New Hampshire is rapidly approaching the break 


even point, after less than one year’s operation. 
Important savings in manufacture will be realized 
with the application of new techniques in semi- 
automation now being developed. Present distri- 
bution is to display and audio visual markets, with 
expansion to architectural and commercial build- 
ing trades expected shortly. The progress of this 
diversification program justifies our faith in the 
concept of the product, and its contribution to 
corporate efforts in bringing unique products 
to market. 


SOFT HARDWARE_ The Soft Hardware concept 
incorporating nylon molded hook configurations 
is receiving enthusiastic response from the new 
industries it is reaching. Designed to fulfill special 
requirements in fastening strength and easy at- 
tachment, reports indicate its additional value in 
applications involving unskilled labor. The trans- 
portation and commercial maintenance applica- 
tions illustrated on the following pages are but 
two of its almost unlimited possibilities. 


TEST MARKETING of new concepts, new packaging, in the 
booming home sewing market. A well-researched program, 
with emphasis on schools and home economics classes. 


HOME OWNERS will find the 1972 Toro Lawn Mower with 
a grass-catcher bag that opens easily for emptying. VELCRO 
tape makes a fast, reliable closure that never clogs or jams. 
Great for tent closures, equipment covers, too. 
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MEDICAL applications were among the first to be developed 
by VELCRO fasteners. The hook and loop closure on this 
blood pressure cuff was a pioneering use that has now be- 
come standard. Secure, easy to use, this devise is only one 
of many applications in this expanding market. 


INDUSTRIAL applications get high 
priority with the “Attacher’—an auto- 
matic applicator to cut and attach 
VELCRO tapes in seconds. 


DIVERSIFICATION established with 
glassless mirrors from the Refex® Divi- 
sion. Shatterproof, ghostless and light- 
weight, a new concept in reflectivity. 


VELCRO® FASTENERS... 
UNIQUE IN CONCEPT; ACCEPTED AND RECOGNIZED 


SKI WEAR is a proven market for VELCRO fasteners. 
Pictured here is the new 1972 U.S. Olympic Ski Team 
outfit, designed by Bonne Bell. VELCRO fasteners provide 
a firm and adjustable waist closure, and secure the re- 
movable hood to the jacket. Together, pants and jacket 
team up as a fashion sensation with practicality—imper- 
vious to the action of wind and weather. 
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COMMERCIAL maintenance companies clean up faster, 
more efficiently with this Bear-Tex® Super Pad-Lok 
Driving Face*. Abrasive cleaning pads are quickly at- 
tached to the Pad-Lok disc by means of VELCRO Brand 
Pop-Ins® faced with a specially designed molded hook 


configuration. This unique system holds pads firmly, 
yet allows a fast, easy change of pads. 
“Patent Pending 


Nearest dsemtar 


FINE FURNITURE for the home takes a revolutionary new direction with the 
introduction of ‘The Strippers” by Kroehler Manufacturing Company. Upholstery 
is attached with the newly developed VELCRO molded hook tape allowing fast, 
easy, at-home removal for dry cleaning or change of decor. This application 
is a first for the industry, the beginning of a great new merchandising trend. 
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HOME SEWERS are buying more and more 
VELCRO tapes by the yard. Illustrated here are 
the colorful counter displays with products 
marketed by such well known names as Conso® 
and Dritz®. In addition VELCRO brand adhesives 
and iron-on tapes make VELCRO products even 
more versatile for the home sewer. 


TRANSPORTATION is another field where 
VELCRO products are finding new applications. 
Ford is using a VELCRO attachment to fasten 
harness buckles in their 1972 line of tractor rigs. 
VELCRO Brand Pop-Ons® with molded hook tape 
are attached to the overhead panel for secure 
storage of the safety harness when not in use. In 
this case, Ford’s ‘’Better Idea’’ includes a 
VELCRO product. 


ASSETS 


Current: 


Casio ck eae ee 


Short-term investments, at cost 
Which approximates In ahie bem mela aaron 


Accounts receivable, less allowances.............. 


Inventories—valued at the lower of 
COS lave! INEN MSEWIVAVOIE WAI... 0 eacocoascacence 


Marketable securities at cost 
(market value $829,500; 1970—$722,600)....... 


Prepaid @xpensestnc.n 4. .cn eon cee enema 


Investment in affiliated companies at cost............ 


Fixed—at cost: 


Land, buildings, machinery and equipment......... 
Less: Accumulated depreciation................... 


Patents and licenses: alcos tear aaa eneeeeee nr eer at 
RessaAcecUnmUlateG sain @niizacl© henna ene 


Other: 


Deéposits'on machinery conmtractS,.....-... 0020s. 
Account receivable not currently due.............. 


Deferred research and engineering expenses 


Unamortized leasehold improvements. ............ 
Other:deferred charges; sc... 40. oe eee 


On behalf of the Board: 
Clark Hartwell, Director 


Andre L. Burnier, Director 


VELCRO INDUSTRIES LIMITED and subsidiary companies 


y CONSOLIDATED BALANCE SHEET 
\/ as at September 30, 1971 (with comparative figures for 1970) 


31,953;031 


4,143,312 
3,754,677 


2,060,317 


716,043 


62,281 


93229;01,0 


1,994,263 


3,062,126 


1,292,073 


155,669 


427,213 
61,744 


132,149 


1971 


$12,990,261 


316,815 


7,235,347 


IE O2ZONOS 


116,179 


$23,148,951 


ca oe SO SENS EE TLE er ae 


1970 
$ 796,446 


3,052,336 
S251 170 


2,400,546 


649,020 
61,724 
10,241,242 


44,807 


8,567,248 
1,337,304 
7,229,944 


2,850,494 
872,344 


19785100 


295,714 
3122500 
21 OFS 12 
83,039 
84,465 
1,051,090 


$20,545,233 
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LIABILITIES 


1971 
Current: 


Accounts payable and accrued liabilities. .......... $ 863,668 
Dixacend payable October. < 42k alice ct ocak vcore 150,480 
ieomeontaXxe SuOdVa0! Owens eee Fess. a jas ea aks 1,460,763 
Exemange tluCtualION TESCIVE. sac. cusses eae hares Tisyil oy 


ZA OO) SHOES) 


Bre uOCMIe OMCs AXCS aca ey soe gers Lielie Sala steals wack 70,959 


Notes payable, bearing interest at 47% % 
repayable $200,000 at the end of each of 
PERV EASA VO TMMOUGIN DAO mat scene oc ne eerie ees 800,000 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized— 
10,000,000 common shares of no par value 


Outstanding— 
3,762,000 common shares 
COTO —3) / 1 AWOOO Shares) SPs ances adeeecwee - 6,663,312 


SGAMIOCIEG SII VIN 9 cmren tas ertran nS ced AcuonMereier scan cies oes 13,06077017 
19,724,929 
$23,148,951 


The notes to consolidated financial 
statements are an integral part hereof. 


1970 


$ 802,554 
259,770 
1,007,997 


2,070,321 


81,700 


800,000 


OFZ 7.012 


11,465,400 


1/20 9822 Nz 


$20,545,233 


SaleS=-n6 bere ee ee eee 
Income from investments and 


short term deposits 2). 2 saa ee 


Rovaltres*earned® 2 aac ane eee: 


Income under agreements for the 
sale of equipment, licenses 


NGL ONV =) OV 


Cost and expenses except for the 


fOllOW ING: IteNIS eee oe eee 
Selling @xpensesiss ee re ce eeae 
Administrative expenses........... 
Royalties: paid tata. eee, en te eee 


Depreciation and amortization— 


fixedi assets es ary caces  weeae 
Amortization of patents and licenses. ... 


Interest (including $39,000 


lorig-lerm)., tse tne ee eee 
Miscellaneous income............. 


Earnings before extraordinary item 


Deduct: 
Dividends 
Provision for prior years’ 


income taxes and interest......... 


Earnings per share—based on 3,762,000 
shares outstanding at September 30, 


1971 (3,711,000 shares in 1970) 


Gain on disposal of investments. ...... 
Net earnings for the year.............. 
Retained earnings—October1.......... 


VELCRO INDUSTRIES LIMITED and subsidiary companies 


| STATEMENT OF CONSOLIDATED EARNINGS AND RETAINED EARNINGS 
‘for the year ended September 30, 1971 (with comparative figures for 1970) 


a) 
Ce 
273,957 
es 471,087 
(ret 
7 311,221 $12,474,930 
a 
i 4,376,250 
bs 1,650,243 
uf 1,648,703 
i. 23,455 
ms 687,536 
363,424 
¥ 46,792 
. (53,129) 8,743,274 
3,731,656 
- 1,432,300 
i (10,741) 1,421,559 
~ 2,310,097 
—_——_ 
2,310,097 
11,465,400 
13,775,497 
a 599,880 
- 114,000 713,880 


a $13,061,617 


sf $0.614 


The notes to consolidated financial statements are an integral part hereof. 
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( $10,119 a) 


215,597 
435,561 


1,250,000 


3,993,473 
1,454,423 
1,343,242 

23,704 


558,781 
ZVOST 7 


50,245 


(51,766) 


1,080,000 


67,500 


592,455 


401,823 


$0.94 


$12,020,969 


=— 
TE a. 


7,582,479 


4,438,490 


1,147,500 


3,290,990 
~ 199,395 
3,490,385 
8,969,293 


12,459,678 


994,278 


$11,465,400 
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VELCRO INDUSTRIES LIMITED and subsidiary companies 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
V/ for the years ended September 30, 1971 and 1970 


O71 1970 
Funds provided by: 
Net earnings for the year............. $2,310,097 $3,490,385 
Charges to earnings not involving 
disbursement of funds: 
Depreciation of fixed assets....... 666,242 542,884 
Amortization of patents and 
BCCMSESt me eee. WEN. nett Joa eo a 363,424 ZAOISTY. 
Amortization of leasehold | 
MMDEOVEMGIIS et ee ee eee ae 21,294 15,897 
EXereise OfstOCK OPTIONS. «2.4 .0440 0% 535,500 159,945 
Deferred income taxes............... (10,741) 67,500 
Decrease In other assets—net......... 253,020 — 
$4,138,836 $4,486,988 
Funds applied to: 
Construction and acquisition of 
REXCCIRASSOLS7 Merny tele Maa) aes ee 671,645 12,320 
Acquisition of other assets—net....... — 777,814 
Eaviment.on cividends, ... . 264 ime us. « 599,880 592,455 
Acquisition of patents and 
licenses—net. cas 215,027 410,194 
Provision for Brionveare. income ERO: ve 114,000 401,823 
Investment in affiliated companies...... 272,008 44,806 
1,872,560 2,948,412 
Increase in working capital. ............ $2,266,276 $1,538,576 


AUDITORS’ REPORT 


To the Shareholders, 
Velcro Industries Limited. 


We have examined the consolidated 
balance sheet of Velcro Industries 
Limited and subsidiary companies as 
at September 30, 1971 and the re- 
lated statements of consolidated earn- 
ings and retained earnings and of 
source and application of funds for 
the year then ended. For Velcro In- 
dustries Limited and those subsidi- 
aries of which we are the auditors, 
Our examination included a general 
review of the accounting procedures 


and such tests of the accounting 
records and other supporting evidence 
as we considered necessary in the 
circumstances. With respect to those 
subsidiaries of which we are not the 
auditors, we have carried out such 
enquiries and examinations as we 
considered necessary in order to ac- 
cept, for purposes of consolidation, 
the reports of the other auditors. 

In our opinion, based upon our ex- 
amination and the reports of the other 
auditors referred to above, these con- 
solidated financial statements present 
fairly the consolidated financial po- 


sition of the companies as at Septem- 
ber 30, 1971 and the results of their 
Operations and the source and appli- 
cation of their funds for the year then 
ended, in accordance with generally 
accepted accounting principles ap- 
plied on a basis consistent with that 
of the preceding year. 


TOUCHES ROSSm aa CO: 
Chartered Accountants. 


Montreal, Que. 
December 16, 1971 
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1. These consolidated financial statements included ac- 
counts of the Company and all its wholly-owned subsid- 
iaries. 

Canadian and U. S. dollars have been treated as equal at 
par of exchange throughout these statements except where 
funds have actually been converted from one currency to 
another, in which case the actual exchange realized has 
been recorded in the accounts. 

The accounts of subsidiaries carried in other currencies 
have been converted to U. S. dollars in the following 
manner: 

Current assets (except for marketable securities, all of which 
are held by foreign subsidiaries) and current liabilities at 
rates of exchange prevailing at September 30, 1971; 

Fixed assets, marketable securities and patents and licenses 
at historic values for opening balances with additions or 
deductions at the average rate in effect during the year 
(provisions for depreciation and amortization are based 
upon the thus converted capital asset value); 

Investment in affiliated companies at the actual rate pre- 
vailing at the time such investment was made; 

Other assets and earnings at the average rate prevailing 
throughout a year. 

2. The investment in affiliated companies relates to the 
share capital invested for the incorporation of companies in 
foreign countries which will expand the sales areas of the 
VELCRO product and will manufacture VELCRO products 
from plants presently under construction. These manufac- 
turing companies are located in countries which have cer- 
tain restrictions on the percentage of control which may be 
owned by foreigners. 

3. Fixed assets are valued at cost and comprise the 
following: 


1971 1970 
Nec: 
Cost Dep. Net Net 
Buildings and 
equipment $3,411,452 $ 446,733 $2,964,719 $3,055,339 
Machinery and 
equipment 5,187,085 1,444,439 3,742,646 3,633,555 
Office furniture 
and equipment 223,676 86,870 136,806 144,658 
Land and 
improvements 407,397 1G) 272 CI Atl 7A) 396,392 


$9,229,610 $1,994,263 $7,235,347 $7,229,944 


It is the policy of the Company and its subsidiaries to 
charge depreciation in the accounts at the maximum normal 
rates allowed by the taxation authorities of the country in 
which the assets are located. 

4. Canadian income taxes have been assessed up to the 
year ended September 30, 1969 and issues raised have 
aah aes with the tax authorities and taxes paid as re- 
quired. 

U.S. income taxes have been examined up to September 
30, 1970 and all issues raised and taxes thereon provided 
for except for certain deficiencies relating to the rate of 
royalty payment allowed for production and research and 
development for the years ended September 30, 1967 
through 1970. Discussions are still in progress in connec- 
tion with the rate of royalty for these years and no solution 
has yet been reached on this matter. Management believes 
the contention of the U. S. authorities to be erroneous but, 
on the advice of counsel, has provided out of retained earn- 
ings in the current year an additional $114,000, making a 
total provision of $970,000, to cover the contingent lia- 
bility which may arise therefrom. In view of the assessments 
received during 1970 for the years up to September 30, 
1966, the Company has adjusted, by agreement, the rate of 
royalty payable for the 1970 and 1971 fiscal years and has 
provided for current income taxes on the basis of the 1966 
assessment. 


_) VELCRO INDUSTRIES LIMITED and subsidiary companies 
\ ) NOTES TO CONSOLIDATED FINANCIAL STATEMENTS September 30, 1971 


Taxes on income earned by subsidiaries in various other 
countries have been accrued and are being paid in accord- 
ance with the tax laws of each such country, and no as- 
sessment problems are presently outstanding. 

Dividends paid from the undistributed earnings of sub- 
sidiary companies in a number of foreign countries are sub- 
ject to withholding taxes in those countries. At September 
30, 1971, undistributed earnings of subsidiary companies, 
amounting to approximately $9,500,000 would appear to 
be subject to withholding tax when paid to the parent com- 
pany by way of dividends. No provision has been made for 
such taxes at this time, as these will be reflected at the 
actual amount when dividends are remitted. 

5. No options were granted during the year under the 
provisions of the 1965 Stock Option Plan as options in 
respect of all such shares were granted prior to October 1, 
1970. Option transactions during the year are shown at 
option prices, which were approximately the market price 
of the Company’s shares on the days they were granted, 
and are summarized as follows: 


Option Outstanding Outstanding 


price at Granted Exercised a 

per Sept. 30, during during Sept. 30, 
Exercisable to share 1970 year year 1971 
Jan. 18, 1971 $10.50 51,000 — 51,000 — 
Nov. 16,1971 34.00 7,500 — — 7,500 
May 23,1973 59.00 500 — _— 500 
June 23,1974 47.50 2,400 — — 2,400 
April 27,1975 23.00 9,600 — _ 9,600 


The 1971 Qualified Stock Option Plan covers a total of 
10,000 common shares, but no options have as yet been 
granted under this Plan. 

6. The Company and its U. S. subsidiaries have non- 
contributory Trusteed Pension Plans which cover sub- 
stantially all employees who have at least two years of con- 
tinuous service. The latest actuarial computations indicate 
that these plans are fully funded and no contingent liability 
exists in relation thereto. 

7. As at September 30, 1971 the Company and its sub- 
sidiaries were committed under purchase orders and con- 
tracts for the following amounts: 

$47,500 per annum for rental of office space up to six 

years; and 

$315,000 in connection with the purchase of machinery 

and equipment against which there are deposits of 

$155,669. 

8. The Company has nine directors, one of whom is an 
officer, and five officers who are not directors (another 
served as a director and officer for part of the year). The 
remuneration of directors and officers, as required by 
Section 122.2 of the Canada Corporations Act, amounted 
to $24,153 as directors, to $154,940 as officers who are 
directors and to $164,752 as officers who are not directors, 
and was paid by the Company and by its subsidiaries as 
set forth below: 

Officers of 
the Co. 


Directors of the Company (65 officers 
(9 directors, 1 of whom is who are 


also an officer) not dir.) 
Received as 
officers of 
either the 
Receivedas Company 
directors of or its 
the Company subsidiaries 
Remuneration received from: 
The Company Sriiney Si ANG $ 2,500 
American Velcro Inc. — 118,751 77,128 
Velcro Corporation — — 85,124 
Velcro S.A. — US eAS — 
International VelcroCo. Estab. — 17,284 — 
Soret S.A. — 2,864 — 
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